April 13, 2005

The National Flood Insurance pro-
gram also provides funding for prop-
erty owners to flood-proof their homes
through the flood mitigation grant pro-
gram. FEMA distributes these grant
funds to the States which then pass
them along to local communities. The
local communities select properties for
mitigation and contract for the mitiga-
tion services. Communities use these
funds to put homes on stilts, improve
drainage on property, and to acquire
flood proofing materials. These mitiga-
tion grants encourage property owners
to take responsible steps to lessen the
potential for loss of life and property
damage due to future flooding. The
grants also have the added benefit of
saving money in the long term for the
flood insurance program.

But the IRS has turned this valuable
disaster preparedness and prevention
program into a financial disaster for
responsible property owners by making
these payments taxable. This tax is un-
fair, unexpected, and an unfortunate
policy decision—unfair and unexpected
because no one told my constituents
that they would be taxed for accepting
FEMA disaster mitigation assistance.
The local officials in their parish were
just as surprised. This tax is unfortu-
nate policy because in the long term,
the IRS will undercut the effectiveness
of using mitigation as a means of de-
creasing future costs to the flood insur-
ance program. It will force people to
take risks that they will not be hit by
a disaster.

I was pleased that the House of Rep-
resentatives passed a bill, H.R. 1134, to
correct this problem. It says that going
forward, disaster mitigation benefits
are not taxable. But this legislation is
not retroactive. It offers no relief to
people who are facing a huge tax bill
this Friday, April 15, for mitigation
funding received in 2004 or -earlier
years. Virtually every constituent who
has written or called my office about
this issue received their grant in 2004.
This bill will do nothing for them.

I understand that the sponsors of
H.R. 1134 and its Senate version S. 586
claim that once it has been passed, the
Department of the Treasury will issue
some sort of notice to IRS field per-
sonnel essentially making the effect of
this bill retroactive. Treasury officials,
however, cannot cite a legal justifica-
tion for issuing such a notice. They
claim that they can rely on the floor
statements of the chairs and ranking
members of the House Ways and Means
Committee and the Senate Finance
Committee as a basis for issuing the
notice.

Mr. President, we cannot legislate on
a wink and a nod. The right way to
make this relief retroactive is to pass
the Baucus-Grassley amendment to
H.R. 1134 and send it back to the House.
This amendment will extend the tax re-
lief in this bill to all recipients of
FEMA disaster mitigation assistance
past, present, and future. I am proud to
be a cosponsor of the amendment. I
thank the chairman and ranking mem-
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ber of the Finance Committee for their
leadership in bringing this matter to
the floor.

April 15th is 2 days away. I urge the
other body to take up and pass H.R.
1134 as amended by the Senate, and
send it to the President for his signa-
ture. This bill will bring peace of mind
to thousands of responsible property
owners who face an unfair tax burden.
We should not allow April 156th to pass
without giving these people relief.

Mr. SESSIONS. Mr. President, there
is a substitute amendment at the desk.
I ask that the amendment be consid-
ered and agreed to; the motion to re-
consider be laid upon the table; the
bill, as amended, be read a third time,
passed, and the motion to reconsider be
laid upon the table; that any state-
ments relating thereto be printed in
the RECORD, without intervening ac-
tion or debate.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment (No. 411) was agreed
to, as follows:

Strike all after the enacting clause and in-
sert the following:

SEC. . PROPER TAX TREATMENT OF CERTAIN
DISASTER MITIGATION PAYMENTS.

(a) QUALIFIED DISASTER MITIGATION PAY-
MENTS EXCLUDED FROM GROSS INCOME.—

(1) IN GENERAL.—Section 139 of the Internal
Revenue Code of 1986 (relating to disaster re-
lief payments) is amended by adding at the
end the following new subsections:

“(g) QUALIFIED DISASTER MITIGATION PAY-
MENTS.—

‘(1) IN GENERAL.—Gross income shall not
include any amount received as a qualified
disaster mitigation payment.

“(2) QUALIFIED DISASTER MITIGATION PAY-
MENT DEFINED.—For purposes of this section,
the term ‘qualified disaster mitigation pay-
ment’ means any amount which is paid pur-
suant to the Robert T. Stafford Disaster Re-
lief and Emergency Assistance Act (as in ef-
fect on the date of the enactment of this sub-
section) or the National Flood Insurance Act
(as in effect on such date) to or for the ben-
efit of the owner of any property for hazard
mitigation with respect to such property.
Such term shall not include any amount re-
ceived for the sale or disposition of any prop-
erty.

“(3) NO INCREASE IN BASIS.—Notwith-
standing any other provision of this subtitle,
no increase in the basis or adjusted basis of
any property shall result from any amount
excluded under this subsection with respect
to such property.

‘“(h) DENIAL OF DOUBLE BENEFIT.—Notwith-
standing any other provision of this subtitle,
no deduction or credit shall be allowed (to
the person for whose benefit a qualified dis-
aster relief payment or qualified disaster
mitigation payment is made) for, or by rea-
son of, any expenditure to the extent of the
amount excluded under this section with re-
spect to such expenditure.”’.

(2) CONFORMING AMENDMENTS.—

(A) Subsection (d) of section 139 of such
Code is amended by striking ‘‘a qualified dis-
aster relief payment’” and inserting ‘‘quali-
fied disaster relief payments and qualified
disaster mitigation payments’.

(B) Subsection (e) of section 139 of such
Code is amended by striking ‘“‘and (f)”’ and
inserting ‘¢, (f), and (g)”’.

(b) CERTAIN DISPOSITIONS OF PROPERTY
UNDER HAZARD MITIGATION PROGRAMS
TREATED AS INVOLUNTARY CONVERSIONS.—
Section 1033 of such Code (relating to invol-
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untary conversions) is amended by redesig-
nating subsection (k) as subsection (1) and by
inserting after subsection (j) the following
new subsection:

(k) SALES OR EXCHANGES UNDER CERTAIN
HAZARD MITIGATION PROGRAMS.—For pur-
poses of this subtitle, if property is sold or
otherwise transferred to the Federal Govern-
ment, a State or local government, or an In-
dian tribal government to implement hazard
mitigation under the Robert T. Stafford Dis-
aster Relief and Emergency Assistance Act
(as in effect on the date of the enactment of
this subsection) or the National Flood Insur-
ance Act (as in effect on such date), such sale
or transfer shall be treated as an involuntary
conversion to which this section applies.”.

(¢) EFFECTIVE DATE.—

(1) QUALIFIED DISASTER MITIGATION PAY-
MENTS.—The amendments made by sub-
section (a) shall apply to amounts received
before, on, or after the date of the enactment
of this Act.

(2) DISPOSITIONS OF PROPERTY UNDER HAZ-
ARD MITIGATION PROGRAMS.—The amend-
ments made by subsection (b) shall apply to
sales or other dispositions before, on, or
after the date of the enactment of this Act.

The bill (H.R. 1134), as amended, was
read the third time and passed.

————

CONGRATULATING UNIVERSITY OF
DENVER PIONEERS MEN’S HOCK-
EY TEAM

Mr. SESSIONS. Mr. President, I ask
unanimous consent that the Senate
proceed to the immediate consider-
ation of S. Res. 106 submitted earlier
today.

The PRESIDING OFFICER. The
clerk will report the resolution by
title.

The assistant journal clerk read as
follows:

A resolution (S. Res. 106) congratulating
the University of Denver Pioneers men’s
hockey team, 2005 National Collegiate Ath-
letic Association Division I Hockey Cham-
pions.

There being no objection, the Senate
proceeded to consider the resolution.

Mr. ALLARD. Mr. President, I rise
today for the second year in a row to
recognize the recent achievement of
the University of Denver Hockey
Team. On April 9, 2005, almost a year
to the day that they won the 2004 Men’s
NCAA Division I Championship on the
frigid ice of a Boston arena, the Pio-
neers repeated their amazing feat cap-
turing a second national title in Co-
lumbus, OH at this year’s Frozen Four.
On this particular evening the Univer-
sity of Denver Pioneers defeated the
North Dakota Fighting Sioux by a
score of 4-1, clinching a seventh overall
hockey championship.

At the helm of the University of Den-
ver hockey team for the last 11 years
has been coach George Gwozdecky.
Coach Gwozdecky came to DU in 1994
and has compiled an impressive record
at DU, including his 400th win as a
coach a few short weeks ago and his
405th win in the national title game.
Coach Gwozdecky has shaped the Pio-
neer program into one of the elite pro-
grams in all of collegiate sports, and he
is the only NCAA coach to win a na-
tional hockey title as a player, assist-
ant coach, and head coach.



